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Introduction

 Main Purpose:

 How affect the new regulations about Corporate Governance and IFRS 

adoption, to asymmetry of information ?

 To show that different methods for calculating the spread (Bid- Ask) and 

the methods for annualizing the intraday data affect the results of 

econometrics models

 Context is:

1. The International Financial Reporting Standards (IFRS) adoption 

2. The reduction of information asymmetry due to new corporate 

governance standards, and the ownership concentration that 

characterize the Chilean Capital Market

3. We test the quality of the information delivered to the market using two 

information disclosure indices (DIS and Botosan)



Introduction

 The paper contributes to the literature by analizing that the 
definition of spread is not neutral and may affect the robustness of 
the different models we analyze

 Main Markets Characteristics:

1. the average ownership share of the majority shareholder of the 40 stocks on the 

Selective Stock Price Index (IPSA, in Spanish) is 41%, whereas in a random sample of 

100 companies from the S&P 500, this share amounts to only 9%

2. the average ownership among the first five shareholders of companies that constitute 

the IPSA is 69%

3. Chile has pass three acts to improve the capital market and strengthen corporate 

governance, MKI 2001, MKII 2007 and MKIII 2010

4. the Superintendence of Securities and Insurance (SVS, in Spanish) plays an important 

role in issuing regulations that require sound practices in legal and corporate 

governance



Introduction

 Economic theory associated with managing organizations

 separation of ownership and company leadership 

 not alignment of objectives between management and investors

 Theory of Firms (Jensen & Meckling, 1976), is strongly linked with asymmetries in 

corporate information

 An indirect means of measuring the information asymmetry is the 
bid-ask spread of stock prices

 A larger spread is associated with greater information asymmetry (Amihud & 

Mendelson, 1989; Coller & Yohn, 1997; Kim & Verrecchia, 1994; Bollen, Smith & 

Whaley, 2004)

 The evidence suggests that the spread is smaller when there is more information 

available (Copeland & Galai, 1983; Glosten & Milgrom, 1985)

 Financial analysts draw greater spreads when they perceive that there is more 

information asymmetry (Kim & Verrecchia, 1994; Coller & Yhon, 1997)



 In a fully active market naturally form an equilibrium price 
between supply and demand, when that does not happen 
the bid price and the ask price arises
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bid price

ask price

sell orden

buy orden

equilibrium
price

S

D

Introduction



Introduction



Objectives and hypothesis

 Objectives

 measurement the effect of the IFRS to asymmetry of information 

 understand and model the behavior in time of the bid ask

 identify and quantify the variables that determine the behavior of the spread

 Hypothesis

 Hypothesis 1: There are significant differences for firms belonging to the IPSA in 

the study period, in terms of information asymmetry

 Hypothesis 2: There are significant differences for the sample period, in terms of 

information asymmetry



Methodology

 Companies traded on the Santiago Stock Exchange

 The data goes from 2007 to 2012, and correspond to data equally 
spaced with an intraday frequency

 56 companies with presence in the IPSA

 Econometric univariate time series model (ARCH, GARCH, ARMA)

 Panel data model are used in the analysis



Results (brief resume)
Univariate time series model (GASCO)

 9.320 observations

 ARCH (2) (standard deviation as a term of the model equation)

Bid_Ask_Gascot = (A-B)

(direct difference between ask and bid)



Results (brief resume) 
Univariate time series model



Methodology
Panel data model

 Endogenous variable

 spread (bid-ask) (the annual average of the differences between both prices divided

by its average value)

 Exogenous variables

 quantity offered for share sales (Sale_Quant), quantity offered for share purchases 

(Pur_Quant)

 two dichotomist variables: IFRS, IPSA

 five control variables: Leverage, Ln_Assets, P-Bursatil, Own_Inst_Inv_PF, 

Own_5_Shareholders

 DIS and Botosan

Spreadit = β0 + β1*Pur_Quantit + β2*Sale_Quantit + β3*IFRSit + β4*IPSAit + 

β5*Leverageit + β6*Ln_Assetsit + β7*P_Bursatilit +  β8*Own_Inst_Inv_PFit + 

β9*Own_5_Shareholdersit + β10*DISit + β11*Botosanit + µit



Methodology
Descriptive analysis



Results panel data model

Cross-Section Effect

Common Effect Period Effect

Random Effect



 We have used different models to measure the relation:

 variables related to the quality of corporate governance, 

control variables, and the spread

 To validate the above relations were used different measures of 
spread, each of them runed with different econometric models

 Regarding the paper’s hypotheses:

 significant differences from the year 2009 (inclusive) for the sample firms 

(hypothesis 2)

 significant differences for 54 of the 56 companies in the sample (hypothesis 1)

Regulatory changes made in Chile from the law Nro. 20,448 published on 

August 13, 2010. Adoption of IFRS from the year 2009 by some firms in 

the sample. Full effect from the year 2010

Conclusions



 In addition, this study can be expanded to include and 
comparing different  industrial sectors

 To the model will be added new variables to capture other 
aspects, such as, risk measurements

Conclusions
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